



































Annex A

Prior SFIG Comment

































Annex B
NPR Questions 176-180

Question 176. Are there any concerns about how the 2013 final rule’s exclusions from the covered
fund definition for loan securitizations, qualifying asset-backed commercial paper conduits, and
qualifying covered bonds work in practice? If commenters believe the Agencies can make these
provisions more effective, what modifications should the Agencies make and why?

Question 177. The 2013 final rule’s loan securitization exclusion excludes an issuing entity for
asset-backed securities that, among other things, has assets or holdings consisting solely of certain
types of permissible assets enumerated in the 2013 final rule. These permissible assets generally
are loans, certain servicing assets, and special units of beneficial interest and collateral
certificates. Are there particular issues with complying with the terms of this exclusion for vehicles
that are holding loans? Are there any modifications the Agencies should make and if so, why and
what are they? How would such modifications be consistent with the statutory provisions? For
example, debt securities generally are not permissible assets for an excluded loan

securitization. What effect does this limitation have on loan securitization vehicles? Should the
Agencies consider permitting a loan securitization vehicle to hold 5 percent or 10 percent of assets
that are considered debt securitics rather than “‘loans,’” as defined in the 2013 final rule? Are there
other types of similar assets that are not ‘‘loans,”” as defined in the 2013 final rule, but that have
similar financial characteristics that an excluded loan securitization vehicle should be permitted to
own as 5 percent or 10 percent of the vehicle’s assets? Conversely, would this additional flexibility
be necessary or appropriate now that banking entities have restructured loan securitizations as
necessary to comply with the 2013 final rule and structured loan securitizations formed after the
2013 final rule was adopted in order to comply with the 2013 final rule? After banking entities
have undertaken these efforts, would allowing an excluded loan securitization to hold additional
types of assets allow a banking entity indirectly to engage in investment activities that may
implicate section 13 rather than as an alternative way for a banking entity either to securitize or
own loans through a securitization, as contemplated by the rule of construction in section 13(g)(2)
of the BHC Act?

Question 178. Should the Agencies modify the loan securitization exclusion to reflect the views
expressed by the Agencies’ staffs in response to a FAQ!? that the servicing assets described in
paragraph 10(c)(8)(1)(B) of the 2013 final rule may be any type of asset, provided that any
servicing asset that is a security must be a permitted security under paragraph 10(c)(8)(iii) of the
2013 final rule? Should the Agencies, for example, modify paragraph 10(c)(8)(1)(B) of the 2013
final rule to add the underlined text: “Rights or other assets designed to assure the servicing or
timely distribution of proceeds to holders of such securities and rights or other assets that are
related or incidental to purchasing or otherwise acquiring and holding the loans, provided that each
asset that is a security meets the requirements of paragraph (c)(8)(ii1) of this section.” Should the
2013 final rule be amended to include this language? Are there other clarifying modifications that
would better address the expressed concern?

Question 179. Are there modifications the Agencies should make to the 2013 final rule’s definition
of the term “ownership interest” in the context of securitizations? If so, what modifications should






Annex C

Proposed Revisions to the LSE

(8) Loan securitizations.

(1) Scope. An entity that is primarily backed by loans. An entity will be primarily backed by
loans if it satisfies all the conditions of this paragraph (c)(8) and its assets or holdings are
comprised solely of:
(A) Loans as defined in §11.2(s) of subpart A;
(B) Rights or other assets, provided that any such right or other asset that is a security or
derivative meets the requirements of paragraph (c)(8)(iii), (c)(8)(iv) or (c)(8)(v) of this
section, as applicable, or falls within subclause (C) below; and
(C) Special units of beneficial interest and collateral certificates and exchange notes that
meet the requirements of paragraph (c)(8)(v) of this section.

(11) Impermissible assets. For purposes of this paragraph (c)(8), the assets or holdings of the
issuing entity shall not include any of the following:
(A) A security, including an asset backed security, or an interest in an equity or debt
security other than as permitted in paragraph (c)(8)(iii) of this section or paragraph
(c)(8)(1)(C) of this section;
(B) A derivative, other than a derivative that meets the requirements of paragraph (¢)(8)(iv)
of this section; or
(C) A commodity forward contract.

(ii1) Permitted securities. Notwithstanding paragraph (c)(8)(ii)(A) of this section, the issuing
entity may hold securities if those securities are:
(A) Cash equivalents;
(B) Securities received in lieu of debts previously contracted with respect to the loans
supporting the asset-backed securities; or
(C) Not more than 10% of the par value of the aggregate par value of all assets of the
issuing entity at the time of any acquisition of assets or issuance of securities or other
funding by such issuing entity.

(iv) Derivatives. The holdings of derivatives by the issuing entity shall be limited to interest
rate or foreign exchange derivatives that satisfy all of the following conditions:
(A) The written terms of the derivative directly relate to the loans, the asset-backed
securities, or the contractual rights of other assets described in paragraph (c)(8)(1)(B) of
this section; and
(B) The derivatives reduce the interest rate and/or foreign exchange risks related to the
loans, the asset-backed securities, or the contractual rights or other assets described in
paragraph (c)(8)(1)(B) of this section.

(v) Special units of beneficial interest, collateral certificates and exchange notes. The assets
or holdings of the issuing entity may include collateral certificates, exchange notes and special
units of beneficial interest issued by a special purpose vehicle, provided that:






Annex D

Proposed Revisions to the Qualifying Asset-Backed Commercial Paper Conduit Exclusion

(9) Qualifying asset-backed commercial paper conduits.

(1) An entity for asset-backed commercial paper that satisfies all of the following requirements:
(A) The asset-backed commercial paper conduit holds only:
(1) Loans and other assets permissible for a loan securitization under paragraph
(c)(8)(1) of this section; and
(2) Asset-backed securities supported solely by assets that are permissible for loan
securitizations under paragraph (c)(8)(1) of this section; and
(B) one or more regulated liquidity providers have entered into a legally binding
commitment to provide full liquidity coverage with respect to all of the outstanding asset
backed securities issued by the asset-backed commercial paper conduit (other than any
residual interest) in the event that funds are required to redeem maturing asset-backed
securities.

(i1) For purposes of this paragraph (c)(9), a regulated liquidity provider means:
(A) A depository institution, as defined in section 3(c) of the Federal Deposit Insurance
Act (12 U.S.C. 1813(c));
(B) A bank holding company, as defined in section 2(a) of the Bank Holding Company Act
of 1956 (12 U.S.C. 1841(a)), or a subsidiary thereof;
(C) A savings and loan holding company, as defined in section 10a of the Home Owners’
Loan Act (12 U.S.C. 1467a), provided all or substantially all of the holding company’s
activities are permissible for a financial holding company under section 4(k) of the Bank
Holding Company Act of 1956 (12 U.S.C. 1843(k)), or a subsidiary thereof;
(D) A foreign bank whose home country supervisor, as defined in § 211.21(q) of the
Board’s Regulation K (12 CFR 211.21(q)), has adopted capital standards consistent with
the Capital Accord for the Basel Committee on banking Supervision, as amended, and that
is subject to such standards, or a subsidiary thereof; or
(E) The United States or a foreign sovereign.
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